

HIGHLIGHTS 


1975 

1974 

Net sales . 

Earnings before taxes . . 

$118,575,000 

5,073,000 

$126,783,000 

7,763,000* 

OF 1975 


Net earnings. 

3,290,000 

4,161,000* 


Per common share: 




Net earnings: 




First quarter. 

$.15* 

$.51* 


Second quarter . . . 

.43* 

.60* 


Third quarter .... 

.47* 

.38* 


Fourth quarter .... 

.46 

.44* 


Total for year . . . 

$1.51 

$1.93* 


Dividends paid. 

.80 

.80 


Number of stockholders 

4,500 

4,400 


Number of employees . . 

2,200 

2,400 




*Restated 


$ 5,000 


NET EARNINGS (thousands of dollars) 



1972 1973 1974 

□ MACHINERY □ CHEMICALS 


1975 


MAJOR PRODUCTS AS PERCENT OF TOTAL SALES 
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□ TEXTILE MACHINERY □ PLASTICS AND PACKAGING MACHINERY, 
Q CHEMICALS AUTOMOTIVE AND OTHER PRODUCTS 
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Front cover: 

The prism lens , multi-image photograph of pipettes containing colorful 
dyes, flavors and fragrances reflects Crompton & Knowles' continuing 
expansion in the specialty chemicals field through the acquisition of a 
division of Gentry International, Inc. 

Opposite page: 

Plastic sheet speeds through precision equipment , made by Crompton 
& Knowles craftsmen at the Davis-Standard Division. 
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TO OUR SHNKHOLDGS 


Talleyrand, the great 19th Century French statesman, was 
once asked what he did during the French revolution. 

"Sir/' he responded, "I survived." 

For American business generally, 1975 was a year to 
survive. Like Talleyrand, Crompton & Knowles survived, 
and used the time to prepare for the future. 

For example, all-out actions were taken in 1975 to reduce 
costs and redeploy assets. Costs and expenses were cut 
by approximately $4 million compared with 1974. Inven¬ 
tories were reduced by $6.7 million, and accounts receiv¬ 
able by $1.7 million. Unproductive facilities valued at 
approximately $500,000 were sold. 

As a result, the company completed the year with free 
cash reserves of $4.6 million invested in short-term 
securities. 

The Bottom Line 

In 1975, as highlighted in the summary on the previous 
page, per share earnings were $1.51 per share compared 
to $1.93 per share (restated) in the previous year, on sales 
of $118,575,000 in 1975 compared to $126,783,000 in 
1974. 

Reversing the pattern of recent years, and showing the 
balancing effects of diversity in product lines, industrial 
machinery and related products accounted for 74% of the 
company's earnings in 1975, with specialty chemicals 
accounting for the remainder. 

On the basis of recent market trends, we anticipate that in 
1976 specialty chemicals will again be our largest earner. 
We also anticipate that machinery and components' earn¬ 
ings will meet or exceed their 1975 achievements. 

More About The Future 

However, in spite of our setbacks in 1975, we did not 
reduce our continuing investment in new product de¬ 
velopment— our commitment to the future. Our research 
and development expenditures, charged to operations as 
they were incurred, were $3,135,000 in 1975 compared to 
$3,011,000 in 1974. Purchases of machinery, equipment 
and other productive facilities were $1,560,000 in 1975 
compared to $1,405,000 in 1974. 

Many development projects have been considered and 
reviewed, and we have funded every development which 
has met our review criteria. Some of them are described in 
the next several pages of this report. 

In addition to our direct investment, we have contractual 
rights to the extensive R & D facilities at CIBA/Geigy in 
Basle, Switzerland and at the Toms River Chemical Com¬ 
pany in New Jersey. An agreement with the National 
Textile Machinery Research & Development Center in 
Czechoslovakia (very highly regarded in the textile indus¬ 
try) gives us prime access to one of the largest and best 
textile machinery R & D facilities in the world. 

At this point, without exception, our major product lines 
are in healthy condition, or have new developments 
coming along which are most encouraging — or both. 


Acquisitions 

An important event of the year was the acquisition of the 
flavor and fragance division of Gentry International to 
complement our existing business operations in Belgium 
and The Netherlands. We will continue in 1976 and 
beyond to put major emphasis in these growth areas. 

On February 13, 1976 Crompton & Knowles entered into 
an agreement in principle to acquire all of the stock of Kem 
Manufacturing Corporation, based in Tucker, Georgia. 
Kem is a privately owned manufacturer of cleaning and 
other chemicals, with sales of approximately $26,000,000 
in its fiscal year 1975. The acquisition would involve 
issuance of several series of voting preferred stock of 
Crompton & Knowles, and is conditional upon approval of 
the Board of Directors of Crompton & Knowles and the 
stockholders of Kem and execution of a detailed, defini¬ 
tive agreement of acquisition. 

We are continuing to search aggressively for new acquisi¬ 
tions which would fill out our long-range plans. Emphasis 
is on acquisition opportunities in specialty chemicals and 
industrial components. In addition, we are eager to obtain 
product lines which will expand our current businesses, 
such as the acquisition in 1975 of the finishing machinery 
product lines of the Butterworth Manufacturing Com¬ 
pany. 

The Future in our Markets 

Our businesses are specialty chemicals, textile machinery 
and plastics machinery. 

In specialty chemicals, all our principal markets — dyes, 
flavors and fragrances, plastic colorants — have above 
average market growth projection for the period 1976 to 
1980. In textile dyes, our largest single line, we are 
fortunate to be most heavily involved in the nylon and 
polyester fields, which have even higher projected growth 
rates. 

The textile machinery market has historically been cycli¬ 
cal, and we believe we are at the bottom of a 5-year cycle, 
heading up. Additionally, we have new products that we 
think will add measurably to our participation in 1977 and 
beyond. 

Our plastics machinery group is in a market that has 
recently been good and is projected to get better from the 
latter part of 1976. We are encouraged by the orders being 
received from the developing countries of the world, 
particularly for wire and cable machinery to aid in their 
economic development. 

International Operations 

We are continuing to emphasize international business, 
an essential aspect in plans for growth. Twenty-seven 
percent of our total business in 1975 was international. In 
the latter part of 1975 we strengthened our international 
development and marketing efforts and are actively seek¬ 
ing new business through increased exports, joint ven¬ 
tures, and licensing or other agreements throughout the 
world. Our international markets appear to be economi- 
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cally more healthy than in 1975, particularly in the de¬ 
veloping countries. 

Financial Ratios and Objectives 

One very important financial standard and indicator is the 
return on common shareholders' equity. In 1975 our 
return was a disappointing 7.4%, the second lowest in the 
past five years. We should return to 10% and look to 
exceed that in the near future. 

Another very useful and informative measure of man¬ 
agement performance is the return on total capital 
employed. To determine this relationship, the reported 
net earnings after providing for dividends on preferred 
stock are increased by the after-tax interest expense. This 
amount is divided by the sum of the year-end balances of 
common shareholders' equity, and both long-term and 
short-term debt. In 1975 this ratio went to 6.6%, down 
from 7.6% in 1974. This is also targeted for significant 
improvement. 

Our long-term capital is 72% equity and 28% debt. In 1974 
it was69% equity and 31% debt. Shouldthe need arise we 
are prepared to assume debt up to 40% of our total long¬ 
term capital in developing corporate growth programs. 

FDA Action 

Recently the Food and Drug Administration in a contro¬ 
versial action rescinded approval of Red Dye No. 2, widely 
used in coloring foods and other consumer products. Our 
sales of this dye amounted to less than two-tenths of one 
percent of our total sales in 1975. The government action 
is therefore of no material economic consequence to 
Crompton & Knowles. 


As a growth company, one of our objectives is to retain a 
major portion of annual net earningsfor investment in the 
company's future, except in unusual down years like 1975 
when a major portion of earnings were distributed in 
order to maintain steady dividend payouts. 

Another objective is to improve the quality and quantity of 
our earnings so that payouts can be increased once we are 
reasonably sure they can be maintained at the new high 
level. 

Outlook for 1976 and Beyond 

Crompton & Knowles is a stronger company now than it 
was a year ago. A clear financial indication is the health of 
its balance sheet. Improved manpower utilization in all 
functional areas is another positive development. In ad¬ 
dition we see the emergence of salable new products in 
all our groups and, most important of all, a new recep¬ 
tiveness in our markets. 

If the economy grows as most economists now predict, 
1976 should be a year in which we can exceed our 
highest previous sales and earnings records. 




Our Dividend Policy Reiterated 

We recognize that adequate and consistent dividends are 
very important to many of our shareholders. Crompton & 
Knowles has historically been a company with a relatively 
high payout, and has paid dividends every year since 1901 
with the single exception of 1932. 



















SPGCIhLTY CHGMICNS 


Sales $66,517,000. 

Dyes and auxiliary chemicals for textiles of synthetic and natural fibers, paper products, leather, 
and ink applications. 

Fragrances for fine perfumes, cosmetics and toiletries, and industrial applications. Flavors, food 
colors, and spice compounds for soft drinks, liqueurs, foods, candies, meats, bakery and dairy 
products, and pharmaceuticals. 

Colors for plastics products. 

Organic chemicals for dyes, agricultural, pharmaceutical, and industrial uses. 

Major facilities located in New Jersey, Pennsylvania, North Carolina, Georgia, Ohio, 

Illinois, Rhode Island, California, Canada, Belgium, and The Netherlands. 


Reflecting the depressed economic conditions in our 
principal specialty chemicals markets, both sales and 
earnings for the Group decreased in 1975. Hardest hit 
were textile dyes and chemicals, both domestically and 
overseas, and plastics colorants. However, recent trends 
indicate 1976 will show substantial improvement. 

Flavors, Fragrances, and Food Colors 

One of the year's highlights for the Chemicals Group was 
the acquisition of Gentry International's flavor and fra¬ 
grance business, which greatly strengthens the com¬ 
pany's worldwide manufacturing and marketing base in 
fragrances, flavors, and food colors. Crompton & Knowles 
already has similar operations in Brussels, Belgium and 
Weesp, Holland. 

The purchase provides Crompton & Knowles access to 
the largest homogenous market for these products, the 
United States, and helps support its European operations. 
The company also gains additional essential oil proc¬ 
essing technology and capacity. 

The new acquisition puts Crompton & Knowles in a 
favorable position to pursue actively the important fine 
perfume, cosmetic and toiletry, and industrial fragrance 
businesses. As world consumption of food extenders and 
engineered foods increases, artificial and natural flavors 
produced by Crompton & Knowles will become essential 


ingredients to approximate the taste and texture of tradi¬ 
tional preferences of the consumers. 

Dyes and Chemicals 

In 1975 the textile industry suffered one of its worst 
setbacks since 1929, which adversely affected our dyes 
and chemicals sales to this market. However, in the 
second half of 1975 the textile industry showed definite 
signs of recovery which is expected to continue through 
1976. The last quarter of 1975 saw textile inventories 
greatly depleted, requiring restoration to meet increased 
consumer demand. Increases in automotive production 
and predicted housing starts will have a beneficial effect 
on sales of textile products for which Crompton & 
Knowles' dyestuffs have gained wide acceptance. On the 
basis of present forecasts, 1976 domestic textile dyes and 
chemicals sales should approach or surpass previous 
high levels enjoyed by the company, a leader in the 
industry. 

During 1975, Crompton & Knowles introduced several 
new dyes in powder and liquid form for batch and 
continuous applications on polyester, which are now 
being manufactured in the Gibraltar, Pennsylvania plant. 
A new soil release agent for carpets and carriers for dyeing 
polyester are expected to make a notable contribution to 
increased sales to the textile industry. New dyes for 
nylons are being added to reinforce Crompton & Knowles' 
present strong position in this important product area. 
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Another new group of dyes was developed and marketed 
which combine water and light fastness with brightness 
and provide a unique range of colors for the speedy 
dyeing of wool fabrics. 

The growth of heat transfer printing, a relatively new 
process by which textile knit and woven fabrics are 
printed, is stimulating dye sales. While most of the market 
for transfer printing is currently for polyester, it appears 
that more and more transfer printing will be done on 
natural and other synthetic fibers. Crompton & Knowles 
will introduce new products for transfer printing in these 
areas. 

The sales of Althouse Tertre, S.A., the Belgian marketing 
and manufacturing subsidiary for Europe are expected to 
rebound in 1976 as the European economy improves. The 
increase in sales should be bolstered by our INTRAFAST 
dyes for wool and the company's growing line of pig¬ 
ments and dyes for nylon, polyester and other synthetic 
fibers. New plant investment is scheduled for early 1976 at 
Tertre to reduce operating costs and increase production 
of pigments and dyes for synthetic fibers. 

Other international sales and earnings also are expected 
to return to the upswing in the growth cycle in 1976 as the 
Far East, South American, and African markets rebound. 

Plastics Colors 

The Plastics Color Division provides custom-made color 
concentrates, paste dispersions, and dry colors for myriad 
uses in the plastics industry. A drastically curtailed market 
for plastics reduced the market for colorants in 1975 
and as a result, sales and earnings declined. The im¬ 
provement in the economy during the second half of 1975 
has been reflected in increasing sales of these colorants. 

The Chicago operation was consolidated with the San¬ 
dusky, Ohio plant to minimize overhead expenses and 
combine manufacturing and technical resources in the 
Midwest for increased productive capacity and efficiency 
in operations. The main plant in Somerset, New Jersey 
has completed its expansion to triple its capacity to 
produce color concentrates and is now fully on stream. 

Industrial Chemicals 

Sales and earnings for Orlex Chemicals Corporation were 
depressed in 1975. During this difficult period in the 
economy Orlex diversified its role as a major source of 
intermediates into new product areas such as supplying 
sophisticated organic chemicals for highly specialized 
applications. Orlex was also able to maintain a balance in 
business by increasing both purchases and sales in East¬ 
ern Bloc countries. 


Crompton & Knowles Flavor 
& Fragrance Division creates 
fragrances for many uses in¬ 
cluding cosmetic toiletries and 
fine perfumes. 






















New Davis Standard system provides major im¬ 
provements in optical quality of plastic glazing 
for use as replacement for glass in many com¬ 
mercial and industrial applications. 


MhCHIhOY 
& COMPONGNTC 

Sales $52,058,000 

Textile machinery for apparel fabrics, home 
furnishings and industrial textiles 

Plastics extrusion systems for insulated wire 
and cable, sheet, blown film, profile and rub¬ 
ber products 

Packaging machinery for foods, phar¬ 
maceuticals, cosmetics, paper and indus¬ 
trial products 

Automotive components for light trucks 

Major facilities located in Connecticut, 
Illinois, Massachusetts, North and South 
Carolina, Rhode Island and Ontario 
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Earnings in our machinery and components business 
increased 157% in 1975 over 1974, on 8% lower sales. It is 
anticipated that sales and earnings will be matched or 
exceeded in 1976. 

Plastics Machinery Group 

1975 sales and earnings of the Wire and Plastics Machin¬ 
ery Group reached all-time peaks for the third consecutive 
year. Plastics extrusion systems — notably blown film — 
were a major contributor to this performance. The 
Group's market share climbed in virtually all product 
lines. Export shipments, as a portion of total volume, 
enjoyed record highs. Year-end backlogs were lower than 
the previous year-end level but a strong fourth quarter 
uptrend in bookings indicates healthy production levels 
for 1976. 

International operations were re-structured to take advan¬ 
tage of available foreign marketing opportunities. As a 
part of this plan, negotiations for additional joint venture 
arrangements in Western Hemisphere markets have 
progressed to the stage of probable completion early in 
1976. The stress on international activity is part of a 
continuing commitment to broaden our market penetra¬ 
tion in spite of the current depressed world economy and 
the restrictive import practices of many countries. 

Product development in 1975 kept pace with the 
technological achievements of the past two years, involv¬ 


ing substantial investment in the process laboratory. 
Development of a glazing sheet line (pictured on page 7) 
was a significant breakthrough. The line produces optical 
quality sheet, a glass substitute, for use in commercial 
and industrial construction. The glazed sheet meets rigid 
standards of durability and safety. 

A high speed system, capable of insulating telephone 
cable conductors at speeds up to 8,000 feet per minute, 
was introduced and is being actively quoted for sales. 
Innovative designs, coupling automation and quality con¬ 
trol, overcome inherent weaknesses prevalent in com¬ 
petitive offerings. 

A minicomputer, providing total process control on com¬ 
plete extrusion lines, is being tested and proven for 
introduction during thefirst half of 1976. 

Manufacturing operations at Hobbs-Williams Machinery 
Limited, the Group's Canadian subsidiary, were trans¬ 
ferred to the Pawcatuck and Worcester plants. An in¬ 
creased marketing effort was launched in Canada, with an 
expanded sales and service organization headquartered 
in Toronto. 

Textile Machinery Group 

In a year starting with depressed textile mill activity 
worldwide, our Textile Machinery Group, on a lower 
sales volume, showed an increase in earnings over 1974, 
















reflecting steps taken to lower the operating breakeven 
point. 

During the latter half of 1975, our service parts sales 
began an upturn signalling the turning point of the reces¬ 
sion. This change at the mill level was a result of increased 
consumer spending at retail, particularly in the USA. 

The Preparatory & Finishing Equipment Division in Maul¬ 
din, S.C., acquired the finishing machinery product lines 
of the Butterworth Manufacturing Company. The acquisi¬ 
tion puts the division in a position to offer customers a 
complete line of both dry and wet finishing equipment. 

As a result of field trials during the year, our Weaving 
Machinery Division's new air-actuated multi-color loom is 
undergoing modifications to meet the needs of today's 
weaving mills. Introduction of the new loom is scheduled 
for October, 1976 during an international fabric forming 
equipment exhibition in Greenville, S.C. 

The Weaving Machinery Division is continuing to expand 
its sales efforts in the developing countries of the world. 
Our weaving machinery is particularly suitable for the 
production of terry cloth and multi-color apparel fabrics. 

Foundry and Machinery Division 

The Worcester foundry and related machinery operations 
were consolidated during 1975 as a separate profit center. 


Using the existing Crompton & Knowles foundry 
capabilities with new electric induction furnaces, the 
Division has actively sought out and obtained contract 
work for the production of gray and ductile iron castings. 
Continuing growth of this new division is planned. 

Automotive Components 

Sales and earnings of the automotive components busi¬ 
ness significantly increased over 1974. Principal products 
are axles and steering components for the light trucks of a 
major automotive manufacturer. Continuing improve¬ 
ments in operating efficiencies are expected to produce 
greater earnings on larger sales in 1976. 

Packaging Machinery 

During 1975 the packaging machinery business was con¬ 
solidated in one location, Bellwood, Illinois. The Agawam, 
Massachusetts plant was sold and its product lines trans¬ 
ferred to Bellwood. The consolidation reduced overhead 
and removed duplication so that the business increased 
its profit contribution over the previous year even though 
sales volume was slightly lower. 


Potential customers from all over the world visited the 
Crompton & Knowles booth at the world's largest textile 
machinery exhibition in Milan, Italy. 
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5 years ended December 27,1975 



1975 

1974 

1973 

1972 

1971 

Operations 

Net sales. 

Cost of products sold 

. . $118,575,000 

$126,783,000 

$122,863,000 

$121,686,000 

$79,276,000 

(exclusive of depreciation) . . . 

. . $ 88,478,000 

90,484,000 

87,683,000 

86,991,000 

56,874,000 

Depreciation and amortization . . 

. . $ 2,062,000 

2,184,000 

2,272,000 

2,404,000 

1,790,000 

Interest expense . 

. . $ 2,346,000 

2,184,000 

2,290,000 

1,894,000 

1,358,000 

Other expenses — net. 

. . $ 20,616,000 

24,168,000 

23,052,000 

22,669,000 

16,226,000 

Earnings before income taxes . . 

. . $ 5,073,000 

7,763,000 

7,566,000 

7,728,000 

3,028,000 

Income taxes. 

. . $ 1,783,000 

3,602,000 

3,579,000 

3,812,000 

1,257,000 

Net earnings . 

. . $ 3,290,000 

4,161,000 

3,987,000 

3,916,000 

1,771,000 

Net earnings as a per cent of sales 

. . 2.8 

3.3 

3.2 

3.2 

2.2 

Common dividends. 

. . $ 1,682,000 

1,682,000 

1,697,000 

1,705,000 

1,693,000 

Preferred dividends . 

. . $ 105,000 

107,000 

197,000 

314,000 

52,000 

Financial Position 

Current assets . 

. . $ 57,802,000 

62,796,000 

55,994,000 

53,036,000 

53,472,000 

Current liabilities . 

. . $ 18,268,000 

24,219,000 

18,047,000 

14,621,000 

17,348,000 

Working capital . 

. . $ 39,534,000 

38,577,000 

37,947,000 

38,415,000 

36,124,000 

Ratio of working capital . 

. . 3.2 

2.6 

3.1 

3.6 

3.1 

Long-term debt. 

. . $ 17,934,000 

20,301,000 

21,459,000 

22,265,000 

23,220,000 

Capital expenditures. 

. . $ 1,560,000 

1,405,000 

679,000 

1,006,000 

1,767,000 

Stockholders' equity. 

. . $ 46,332,000 

44,829,000 

43,701,000 

44,866,000 

42,918,000 


Other Statistics 

Per share of common stock: 


Net earnings . 

$ 1.51 

1.93 

1.79 

1.69 

.81 

Common dividends. 

$ .80 

.80 

.80 

.80 

.80 

Common stockholders'equity . . 

$ 21.09 

20.37 

19.25 

18.25 

17.45 

Average shares outstanding .... 
Net earnings as a per cent 

2,102,507 

2,102,076 

2,120,191 

2,130,707 

2,115,724 

of common stockholders'equity 
at beginning of year. 

7.4 

10.0 

9.7 

9.8 

4.7 

Management Comments 







Amounts above have been restated to reflect the settlement of antitrust litigation (and related legal costs) and adoption of the 
FASB pronouncement on foreign currency translation. The impact on net earnings is as follows: 


1974 1973 1972 1971 

Translation . $(399,000) $ 2,000 $ 184,000 $(350,000) 

Antitrust . (65,000) (375,000) (389,000) (131,000) 

Total . $(464,000) $(373,000) $(205,000) $(481,000) 

Per share . $(.22) $(.17) $(.10) $(.23) 


Results for 1975 were adversely affected by the world-wide recession. Net sales declined by 6%, and pretax earnings were off by 
35%. Mitigating the recessionary impact in 1975 were exchange gains of $997,000 and profit from the sales of fixed assets of 
$619,000. These amounts are included above in "other expenses — net" and compare to 1974 exchange losses of $466,000 and 
profit from the sales of fixed assets of $192,000. In addition, the provision for income taxes in 1975 benefited by a reversal of 
$400,000 in tax reserves no longer deemed necessary. 

On November 1,1971, the Corporation purchased all of the outstanding common stock of Intracolor Corporation. The purchase 
price of approximately $20,000,000 consisted of $14,000,000 in cash (financed through borrowings) and the balance in Preferred 
Stock of the Corporation. If the Corporation had owned Intracolor Corporation during all of 1971, the results for that year would 
have been as follows: Net sales — $109,503,000; Net earnings — $3,047,000; Net earnings per common share — $1.29. 

Refer to other sections of this Annual Report for further management discussion and analysis of operations. 

CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1975 


1974 


SUPPlEMGNThRY ANNOiL DKM 


SALES 

Sales in 1975 by major product classes compared with 1974: 


Specialty chemicals. 

Machinery and components 

Textile machinery. 

Plastics and packaging machinery 
Automotive components .... 

Total sales . 


$ 66,517,000 

20,392,000 

25,492,000 

6,174,000 

$118,575,000 


$ 69,979,000 

25,964,000 

25,025,000 

5,815,000 

$126,783,000 


Sales of consumable products in 1975 reached a new percentage high, reinforcing the company's independence 
from fluctuating capital goods cycles: 


Sales of consumable products: 

Specialty chemicals . 

Machinery repair parts, automotive components 

Sales of capital goods: 

Textile, plastics and packaging machinery . . . . 
Total sales . 


1975 

Amount 

%of 

Total 

$ 66,517,000 
22,925,000 

56% 

19% 

89,442,000 

75% 

29,133,000 

25% 

$118,575,000 

100% 


1974 

Amount 

%of 

Total 

$ 69,979,000 
23,376,000 

55% 

19% 

93,355,000 

74% 

33,428,000 

26% 

$126,783,000 

100% 


EX h 97 o/ nd fore,gn sa,es were $31,917,000 in 1975,27% of total sales. Comparable figures in 1974 were $34,640,000 


Earnings 

, N ^ e f. nin J S fr0m specialty chemicals operations were $851,000 in 1975 compared with $3,211,000 (restated) in 
1974. Machinery operations in 1975 earned $2,439,000 compared with $950,000 in 1974. 

Balance Sheet 


Working capital at December 27,1975 totaled $39,534,000 and the working capital ratio was 3.2. Equity of holders of 

common stock increased to $44,332,000 at December 27, 1975 from $42,829,000 (restated) at the end of the 
preceding year. 

Long-term capital employed at the end of 1975 was $64,266,000 consisting of 72% stockholders' equity and 28% 
long-term debt. 

Backlog 

Backlog of customers' orders for new machinery and truck components at December 27,1975 totaled $19 2 million 
compared with $21.9 million at the end of 1974. ' 

Orders for specialty chemicals and machinery repair parts are completed from inventory and are excluded from 
DacKiog. 

Common Stock Price Range, Net Earnings and Dividends Per Share 




Price Range 

Year 

Quarter 

High 

Low 

1974 

1st 

12 

9% 


2nd 

12 Vi 

10 


3rd 

10% 

7% 


4th 

9% 

6% 

1975 

1st 

10% 

7% 


2nd 

10 % 

9% 


3rd 

11 % 

9% 


4th 

10% 

8% 


Net Earnings 


As Originally 


Common 

Reported 

Restated* 

Dividend 

$ .56 

$ .51 

$.20 

.62 

.60 

.20 

.34 

.38 

.20 

.63 

.44 

.20 

$2.15 

$1.93 

$.80 

$ .21 

$ .15 

$.20 

.28 

.43 

.20 

.33 

.47 

.20 


.46 

.20 

$1.51 

$.80 


*The restatement in quarterly net earn¬ 
ings results principally from retroac¬ 
tive application of the FASB pro¬ 
nouncement on foreign currency trans¬ 
lation adopted by the company in the 
fourth quarter of 1975. The first quarter 
of 1974 was also affected by a reduc¬ 
tion of $.03 per share relating to the 
antitrust settlement. Refer to notes 2 
and 12 of notes to consolidated finan¬ 
cial statements. 


On January 30,1976, the closing price on the New York Stock Exchange was $13%. 
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CONSOLIDhT® (M1INGS HMD KMIM0 ^hRHIMGS 

Years ended December 27,1975 and December 28,1974 


Earnings 


Retained earnings 


Net sales. 

Royalties, commissions and other income . 
Total revenue. 

Cost of products sold (exclusive of 
depreciation). 

Selling, general and administrative .... 

Depreciation and amortization . 

Interest . 

Other . 

Total costs and expenses . 

Earnings before income taxes .... 

United States, foreign and state income taxes 
(note 7). 

Net earnings . 

Net earnings per common share . . . 


Balance at beginning of year, as previously reported 

Adjustment for the cumulative effect on prior 
years of applying retroactively the new 
method of foreign currency translation (note 2) 

Adjustment relating to the settlement of 
antitrust litigation (notes 2 and 12) . 

Balance at beginning of year, as adjusted .... 

Net earnings . 

Cash dividends: 

Preferred stock — $5.25 per share. 

Common stock — $.80 per share . 

Stock issued pursuant to 1969 pooling of 
interests . 

Retained earnings at end of year (note 6) .... 


1975 

1974 

Restated 
(note 2) 

$118,575,000 

$126,783,000 

2,753,000 

1,289,000 

121,328,000 

128,072,000 

88,478,000 

90,484,000 

22,756,000 

24,032,000 

2,062,000 

2,184,000 

2,346,000 

2,184,000 

613,000 

1,425,000 

116,255,000 

120,309,000 

5,073,000 

7,763,000 

1,783,000 

3,602,000 

$ 3,290,000 

$ 4,161,000 


$ 1.51 $_ 1.93 


$ 34,759,000 

$ 31,973,000 

(563,000) 

(164,000) 

(960,000) 

33,236,000 

3,290,000 

(895,000) 

30,914,000 

4,161,000 

(105,000) 

(1,682,000) 

(107,000) 

(1,682,000) 

_ 

(50,000) 

$ 34,739,000 

$ 33,236,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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CONSOUMT® BrfLhNGE ^H€€TS 

December 27,1975 and December 28,1974 


Assets 
Current Assets 


Investment 


Plant and 
Equipment 

Intangible and 
Other Assets 


1975 

Cash . $ 1,498,000 

Short-term investments, at cost which 
approximates market . 4,551,000 

Accounts receivable, less allowance for doubtful 
items of $814,000 in 1975 and $882,000 in 1974 .... 18,254,000 

Inventories (note 3) 32,729,000 

Prepaid expenses. 770,000 

Total current assets. 57,802,000 

Investment in a non-consolidated subsidiary 
and affiliates, at equity in net assets. 918,000 

Property, plant and equipment at cost, less 
accumulated depreciation and amortization (note 4) . 15,347,000 

Intangible assets at cost, less amortization (note 5) . . . 8,849,000 

Other assets . 479,000 


$83,395,000 


Liabilities and Stockholders' Equity 

Current installments on long-term debt (note 6) 

Liabilities 

Notes payable (note 6). 

Accounts payable and accrued expenses . 

United States, foreign and state income taxes payable 
(note 7). 


Non-current 

Liabilities 


Stockholders' 

Equity 


Total current liabilities . . . 
Long-term debt (note 6) . . . . 

Deferred income taxes (note 7) 
Minority interest . 

Total non-current liabilities . 

Capital stock (notes 9 and 10): 
Cumulative preferred stock . . 

Common stock . 

Retained earnings (note 6) . . . 


Total stockholders' equity . 

Commitments and contingencies (notes 11 and 12) 


$ 2,863,000 
1,021,000 
13,867,000 

517,000 

18,268,000 

17,934,000 

474,000 

387,000 

18,795,000 


2,000,000 

9,593,000 

34,739,000 

46,332,000 


$83,395,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1974 

Restated 
(note 2) 

$ 2,731,000 

33,000 

19,921,000 

39,456,000 

655,000 

62,796,000 

1,479,000 

15,787,000 

9,406,000 

849,000 

$90,317,000 


$2,190,000 

2,816,000 

18,467,000 

746,000 

24,219,000 

20,301,000 

579,000 

389,000 

21,269,000 

2,000,000 

9,593,000 

33,236,000 

44,829,000 

$90,317,000 



















































cHwce; in consolidn® fimcu. position 

Years ended December 27,1975 and December 28,1974 


1975 


Net earnings . $3,290,000 

Provided By Charges to earnings not requiring funds, 

principally depreciation, amortization and 
certain exchange adjustments relating to 

long-term debt— net . 1,585,000 

Funds derived from operations . 4,875,000 

Disposition of net plant and equipment, 
exclusive of gains of $619,000 in 

1975 and $192,000 in 1974 493,000 

Borrowings on cash surrender value of 

life insurance . 278,000 

Decrease in non-current notes receivable . 146,000 


Decrease in investments in a non-consolidated 

subsidiary and affiliates . . 561,000 

$ 6,353,000 


Funds Were Redemption of 10,000 shares of preferred stock .... $ — 

Used For Reduction of long-term debt exclusive of 

exchange adjustments (note 6) . 1,995,000 

Cash dividends paid to stockholders . 1,787,000 

Purchase of machinery, equipment and other 

productive facilities . 1,560,000 

Purchase of 21,500 shares of treasury stock . — 

Other . 54,000 

Increase in working capital . 957,000 


$ 6,353,000 

Changes In Increase (decrease) in current assets: 

Working Capital Cash . $(1,233,000) 

Short-term investments . 4,518,000 

Accounts receivable . (1,667,000) 

Inventories . (6,727,000) 

Prepaid expenses . 115,000 

(4,994,000) 


Increase (decrease) in current liabilities: 

Current installments on long-term debt. 673,000 

Notes payable . (1,795,000) 

Accounts payable and accrued expenses . (4,600,000) 

United States, foreign and state 

income taxes. (229,000) 

(5,951,000) 

Total increase in working capital . $ 957,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1974 

Restated 
(note 2) 

$4,161,000 


2,409,000 

6,570,000 


130,000 

89,000 


$ 6,789,000 


$ 1,000,000 

1,685,000 

1,789,000 

1,405,000 

244,000 

36,000 

630,000 

$ 6,789,000 


$ (57,000) 

(81,000) 
( 1 , 111 , 000 ) 
8,082,000 
(31,000) 

6,802,000 


513,000 

2,358,000 

3,498,000 

(197,000) 

6,172,000 
$ 630,000 























































NQ0> TO COhOJDfcT® fllVlimSWKMeilS 


(1) Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of all subsidiaries, except a wholly-owned subsidiary 
which is not significant. The investment in the non-consolidated subsidiary and a 45% owned company are carried 
at the Company's equity in their net assets, and the Company's share of net earnings, which are not significant, is 
included in other income. All significant intercompany items and transactions have been eliminated in consolidation 
and net earnings have been adjusted by a portion of earnings applicable to minority share owners. 

Translation of Foreign Currencies 

All foreign currency accounts are translated into U.S. dollars in accordance with the provisions of the Statement of 
Financial Accounting Standards No. 8, Accounting for the Translation of Foreign Currency Transactions and Foreign 
Currency Financial Statements, issued by the Financial Accounting Standards Board in October, 1975. Accordingly, 
exchange rates at the end of the period are used to translate cash and amounts receivable or payable; historical 
exchange rates are used to translate inventories, fixed assets, depreciation and other accounts carried at past prices; 
average exchange rates during the year are used to translate income and other expense accounts. Aggregate 
exchange gains (losses) amounted to $997,000 in 1975 and ($466,000) in 1974. 

Property, Plant and Equipment 

Property, plant and equipment are carried principally at cost. Depreciation of property, plant and equipment is 
computed generally on the straight-line method at rates which are sufficient to write off the cost of the assets over 
their estimated useful lives. Rates used are: building and building improvements, 2 % — 20%; furniture and fixtures 
and miscellaneous equipment, 4% — 33V3%; machinery and equipment, 3% — 20%. Major machinery rebuilding 
costs are capitalized while maintenance and repairs which do not improve or extend the lives of the respective assets 
are expensed. When properties are retired or otherwise disposed of, the cost of the assets and the related 
accumulated depreciation are removed from the accounts. The resultant gain or loss, less salvage, is reflected in 
earnings. 

Inventory Valuation 

Inventories are valued at the lower of first-in, first-out cost or market. 

Amortization of Intangible Assets 

Amortization of identifiable intangible assets is computed on the straight-line method at rates which are sufficient to 
write off the cost over their estimated useful lives. Rates used for contracts, formulae, trademarks, etc., are 6% — 
20% and for patents and patent rights, 6% — 13%. The cost of acquisitions in excess of tangible and identifiable 
intangible assets acquired which originated prior to 1971, aggregating $5,015,000, is not being amortized, as in the 
opinion of management no permanent loss in value has occurred. Such costs arising subsequent to 1970, 
aggregating $1,348,000 at December 27, 1975 and December 28, 1974, are being amortized by the straight-line 
method over a period of forty years. 

Income Taxes 

Deferred taxes are provided in the financial statements in recognition of significant timing differences, principally 
depreciation and exchange adjustments. The Company follows the deferred method of recording the investment tax 
credit, whereby its effect on net earnings is amortized over the useful lives of the related property, plant and 
equipment. The unamortized balances at December 27, 1975, $166,000 and at December 28, 1974, $181,000 are 
included in deferred Federal income taxes. No significant United States or foreign income taxes would be payable 
on the distribution of earnings of foreign subsidiaries. 

Pensions 

Pension costs are accounted for and funded in accordance with generally accepted actuarial methods providing for 
the payment of current service costs plus the amortization of past service costs over periods not exceeding thirty 
years. 

Research and Development 

Expenditures for research and development costs are charged to operations as incurred ($3,135,000 in 1975 and 
$3,011,000 in 1974). 
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Earnings Per Share 

The computation of earnings per common share is based on the weighted average number of shares outstanding 
(2,102,507 in 1975 and 2,102,076 in 1974) after deducting from net earnings the preferred dividend requirements. 
The earnings per share calculation does not include shares reserved for stock options and stock appreciation rights, 
since the effect of such inclusion would not be material. 


(2) Restatement of 1974 

The financial statements for 1974 have been restated to reflect, as follows, the settlement of antitrust litigation, and 
related legal costs, (note 12) and application of Statement of Financial Accounting Standards No. 8, Accounting for 
the Translation of Foreign Currency Transactions and Foreign Currency Financial Statements, issued by the 
Financial Accounting Standards Board in October, 1975: 


Increase (decrease) in: 

Net earnings — 

Translation . $ (399,000) 

Antitrust . $ (65,000) 

Total . $ (464,000) 

Per share . $ (-22) 

Working capital . $(1,236,000) 

Long-term debt . $ 1,623,000 

Other assets . 5 20,000 

Other liabilities . $0,316,000) 

Retained earnings . $(1,523,000) 


(3) Inventories 


December 27, 
1975 


December 28, 
1974 


Finished goods and manufactured parts 

Work in process . 

Raw materials and supplies. 


$19,767,000 

5,653,000 

7,309,000 

$32,729,000 


$25,482,000 

5,264,000 

8,710,000 

$39,456,000 


(4) Property, Plant and Equipment 


December 27, 
1975 

Land . $ 860,000 

Building and building improvements . 10,159,000 

Machinery and equipment . 20,521,000 

Furniture and fixtures and miscellaneous equipment . 2,580,000 

Construction in progress . 952,000 


35,072,000 

Less accumulated depreciation and amortization . 19,725,000 


$15,347,000 


December 28, 
1974 

$ 971,000 

10,760,000 
20,047,000 
2,592,000 
954,000 


35,324,000 

19,537,000 

$15,787,000 


(5) Intangible Assets 


Contracts, formulae, trademarks, etc. 

Patents and patent rights. 

Costs of acquisitions in excess 
of tangible and identifiable 
intangible assets acquired . . . 


December 27, 1975 


Asset 

$ 4,681,000 
890,000 

6,363,000 

$11,934,000 


Accumulated 

amortization 

$2,244,000 

660,000 

181,000 

$3,085,000 


December 28, 1974 


Asset 


$ 4,681,000 
890,000 


6,363,000 

$11,934,000 


Accumulated 

amortization 

$1,764,000 

616,000 

148,000 

$2,528,000 
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(6) Current and Long-Term Debt 


Long-term debt Is summarized as follows: 


December 27, 
7975 

5% notes payable (see description below).$ 800,000 

8 3 / s % notes under credit agreement due in quarterly installments of $250,000 
through October 31,1981 with a final installment of $2,250,000 due on 


January 31,1982 . 8 250 000 

9.75% senior notes payable in semiannual installments of $133,000 

through 1991 4,267,000 

7% sinking fund note payable due in annual installments of $265,000 
through 1982 . 1,850,000 


Notes payable in Belgian Francs (converted at exchange rates in effect 
at the end of each year— includes exchange gains of 
$372,000 in 1975 and exchange losses of $527,000 in 1974): 

7% and 8% notes, $1,336,000 payable in annual installments of $167,000 
through 1983, and $665,000 payable in annual installments of $86,000 


through 1982 with a final installment of $63,000 due in 1983 . 2,001,000 

7.85% notes due in installments ranging from $76,000 to $203,000 

from 1976 through 1989 . 1,900,000 

7.15% notes due in equal annual installments through 1978 . 760^000 

7% notes due in equal annual installments from 1976 through 1979 . 950,000 

0ther . 19,000 


December 28, 
1974 


$ — 


9,250,000 

4,400,000 

2,115,000 


2,392,000 

2,066,000 

1,101,000 

1,034,000 

133,000 


Total long-term debt. 20,797,000 

Less current installments of long-term debt . 2,863,000 


22,491,000 

2,190,000 


Total long-term debt, excluding current installments 


$17,934,000 $20,301,000 


On March 18, 1975, the Company purchased the flavors and fragrances business of Gentry International, Inc. The 
purchase price of $1,800,000 consisted of cash of $1,000,000 and the balance in notes payable bearing interest at 5% 
and payable in installments of $500,000 on March 18,1976 and $300,000 on March 18, 1977. 

The Company has available short-term lines of credit aggregating approximately $11,600,000 at December 27,1975. 
The average amount of such debt outstanding during the year was $2,500,000 with a weighted average interest rate 
of 9.3%. The maximum month-end balance during 1975 was $5,600,000. At December 27, 1975, the weighted 
average interest rate on such obligations was 9.0%. An additional $4,550,000 of credit is available through March 31, 
1976 under a stand-by loan agreement. 

Certain of the note agreements impose restrictions on the Company with respect to short and long-term debt and 
working capital levels. These restrictions are not expected to adversely affect the Company's operations. Certain of 
the note agreements also impose restrictions on the payment of cash dividends. Unrestricted retained earnings 
amount to $6,631,000 at December 27,1975. 

The aggregate annual maturities of long-term debt are $2,686,000 in 1977, $2,352,000 in 1978, $2,124,000 in 1979, 
$1,886,000 in 1980, with the balance payable through 1991. 


(7) United States, Foreign and State Income Taxes 

Income taxes are comprised of the following for the years ended: 


December 27,1975: 

Currently payable . 

Deferred . 

Amortization of investment credit 


December 28, 1974: 

Currently payable. 

Deferred. 

Amortization of investment credit 


United States 

Foreign 

State 

Total 

$1,409,000 

(25,000) 

(80,000) 

$159,000 

$320,000 

$1,888,000 

(25,000) 

(80,000) 

$1,304,000 

$159,000 

$320,000 

$1,783,000 

$2,823,000 

(135,000) 

(80,000) 

$640,000 

(120,000) 

$474,000 

$3,937,000 

(255,000) 

(80,000) 

$2,608,000 

$520,000 

$474,000 

$3,602,000 
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Deferred taxes result from timing differences in the recognition of revenue and expense for tax and financial 
statement purposes. The principal sources of these differences and the tax effect of each were as follows. 


RAR adjustment relating principally to differences in book 

and tax bases of fixed assets . 

Unrealized exchange adjustments arising on the translation 

of certain foreign debt into dollars . 

Miscellaneous . 


1975 1974 


$(183,000) 

209,000 

(51,000) 

$ (25,000) 


(150,000) 

(105,000) 

$(255,000) 


The following is a reconciliation of computed "expected" tax expense to actual tax expense: 


1975 _ 1974 



Amount 

% 

Amount 

% 

Computed "expected" tax expense .... 

. . . . $2,435,000 

48.0 

$3,726,000 

48.0 

State taxes (net of U.S. tax benefit) .... 
Reversal of tax reserves no longer 

. . . . 166,000 

3.2 

246,000 

3.1 

deemed necessary . 

. . . . (400,000) 

(7.9) 

— 

— 

DISC benefit . 

. . . . (189,000) 

(3.7) 

(120,000) 

(1.5) 

Miscellaneous . 

. . . . (229,000) 

(4.5) 

(250,000) 

(3.2) 

Actual tax expense . 

. . . . $1,783,000 

35.1 

$3,602,000 

46.4 


The Company's consolidated domestic tax returns have been examined by the Internal Revenue Service through 
December 31,1972. 


(8) Pensions 

The Company and its subsidiaries have non-contributory pension plans covering substantially all employees. Total 
pension expense aggregated $1,469,000 in 1975 and $1,383,000 in 1974. As of January 1, 1975 the actuarially 
computed value of vested benefits exceeded the sum of the pension fund assets, valued at cost, plus the balance 
sheet accrual for pensions by approximately $3,954,000. 

As of January 1, 1976, the Company amended certain of its pension plans in order to comply with the Employee 
Retirement Income Security Act. These amendments will not have a significant effect on future pension costs. 


(9) Capital Stock 

There is authorized 250,000 shares of no par value preferred stock. Series C shares outstanding are non-voting, 
cumulative and redeemable, in whole or in part, at the option of the Company at $100 per share plus accrued 
dividends. The annual dividend rate per share is $5.25, which increases to $10 per share on January 1,1977. There 
were 20,000 shares of Series C issued and outstanding at December 27,1975 and December 28, 1974. 

There is authorized 4,000,000 shares of common stock with a par value of $5 per share. The changes in the issued and 
outstanding shares and additional paid-in capital during 1975 and 1974 are summarized as follows: 



Issued 

Held in Treasury 

Additional 

Paid-in 


Shares 

Amount 

Shares 

Amount 

Capital 

Balance at December 29, 1973 . . 

2,181,364 

$10,907,000 

67,357 

$1,129,000 

$9,000 

Shares issued pursuant to 

1969 pooling of interests . . . 

10,000 

50,000 

_ 

— 

— 

Shares purchased . 

— 

— 

21,500 

244,000 

— 

Balances at December 28, 1974 

and December 27,1975 .... 

2,191,364 

$10,957,000 

88,857 

$1,373,000 

$9,000 


(10) Stock Options 

Under 1966 and 1970 Qualified Stock Option Plans, expiring in 1976 and 1980, options can be granted to officers and 
certain key employees to purchase 100,000 shares of the Company's common stock under each plan at prices not 
less than 100% of the market value on the date of grant. Options are exercisable on a cumulative basis between two 
and five years from the date granted. Under amendments to the plans adopted as of October 31,1972, non-qualified 
options and stock appreciation rights may also be granted. Both non-qualified options and stock appreciation rights 
may be exercised for a period of up to ten years. 
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Changes during 1974 and 1975 in shares under option are summarized as follows: 

Price Per Share 


Granted . 

Lapsed . 

Outstanding at December 28,1974 


Range 

Average 

Shares 

$9.75—22.25 

$15.06 

107,234 

8.25— 8.75 

8.70 

32,600 

8.75—22.25 

16.00 

(44,001) 

8.25—21.75 

12.50 

95,833 

9.06—10.25 

9.55 

41,700 

8.75—18.50 

16.47 

(15,500) 

$8.25—21.75 

$10.97 

122,033 


No options were exercised during either period. 


A summary of options exercisable and available for grant is as follows: 


December 28, 1974 
December 27,1975 



Exercisable 


Shares 


Price Per Share 

Available 

for 

Grant 

Shares 

Range 

Average 

13,831 

$15.94—21.75 

$16.95 

60,501 

21,780 

$ 9.75—21.75 

$14.17 

34,301 


(11) Commitments 

The Company and its subsidiaries occupy certain manufacturing facilities and sales offices and use certain 
equipment primarily under "financing" lease arrangements. For purposes of thefollowing disclosure, a "financing" 
lease is one which, during the noncancelable lease period, either (i) covers 75 percent or more of the economic life of 
the property or (ii) has terms which assure the lessor a full recovery of the fair market value of the property at the 
inception of the lease, plus a reasonable return on his investment. 

Total rental expense for 1975 and 1974 was as follows: 


1975 1974 


Financing leases .$1,639,000 $1,676,000 

Other leases . 1,107,000 1,050,000 


$2,746,000 $2,726,000 


At December 27,1975, minimum rental commitments under all noncancelable leases expire as follows: 


Total 


Year 

Real 

Property 

1976 

$1,336,000 

1977 

1,223,000 

1978 

1,167,000 

1979 

1,041,000 

1980 

797,000 

1981-1985 

3,258,000 

1986-1990 

2,168,000 

1991-1994 

687,000 


Plant 

Machinery 

Other 

$414,000 

$104,000 

220,000 

46,000 

205,000 

24,000 

198,000 

24,000 

81,000 

— 

70,000 

— 


Financing 

Other 

Leases 

Leases 

$1,323,000 

$531,000 

1,195,000 

294,000 

1,152,000 

244,000 

1,047,000 

216,000 

804,000 

74,000 

2,960,000 

368,000 

1,972,000 

196,000 

687,000 

— 


All leases expire prior to 1994. Real estate taxes, insurance and maintenance expenses are obligations of the 
Company and are not included in the above tabulation. It is expected that, in the normal course of business, leases 
that expire will be renewed or replaced by leases on other properties. 

The present values, in the aggregate and by major categories of assets, of minimum lease commitments applicable 
to "financing" leases at December 27,1975 and December 28,1974 were as follows: 


Interest Rates Used In 
Present Value Computation 


1975 

6.45% 

6 . 86 % 


1974 


6.92% 

6.47% 


4% 

6.25% 


Range 


Weighted Average 


1975 1974 


—9% 4%—9% 

—7.25% 6.25%—7% 


1975 

$6,873,000 

954,000 


1974 

$8,488,000 

756,000 


$7,827,000 $9,244,000 


Asset Category 

Real Property . 
Plant Machinery 
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The capitalization of leases would not have significantly influenced net earnings for 1975 or 1974. 

Included in the above disclosures are leases covering plants and equipment owned by Company pension trusts with 
current annual rentals of approximately $900,000 and renewal options at substantially lower rentals. 

(12) Litigation 

In July, 1974, the Company was one of nine dyestuff manufacturers indicted for alleged violations of the Federal 
antitrust laws. The indictment charged the defendants with conspiring to raise, fix, and maintain prices in the 
dyestuff industry in 1970 and early 1971. In October, 1974, the Court accepted nolo contendere pleas tendered by the 
Company and seven of the eight other defendants, and in December, 1974, the Company was fined $40,000. 

The Company was also named as a defendant in four now consolidated class action suits brought against the 
Company and the other defendants named in the Federal antitrust suit. On October 22, 1975 the Court in this case 
issued a memorandum approving a Stipulation of Settlement and Compromise, pursuant to which the defendants 
will contribute to an aggregate settlement fund of $15,000,000. Final judgment in the matter, approving the 
settlement and dismissing the action on its merits and with prejudice as to all nine defendants, was entered by the 
Court on December 30,1975, and the appeal period from such judgment will expire in February, 1976. The Company 
is also a defendant, together with the eight other dyestuff manufacturers, in two independent actions, which are still 
pending, brought by plaintiffs who expressly chose not to participate in the above mentioned class action 
settlement. These actions allege violations of the antitrust laws on substantially the same grounds as those in the 
consolidated class action suit. There is also a potential of further litigation by other dyestuff purchasers who 
expressly chose not to participate in the class action settlement. 

After consultation with legal counsel, management believes that the additional costs of litigation attributable to the 
alleged antitrust violations will not materially affect future results of operations of the Company. 


hCCOUITMNTS mas 

THE BOARD OF DIRECTORS AND STOCKHOLDERS 
CROMPTON & KNOWLES CORPORATION: 

We have examined the consolidated balance sheets of Crompton & Knowles Corporation and subsidiaries as of 
December 27,1975 and December 28,1974, and the related consolidated statements of earnings, retained earnings 
and changes in financial position for the fifty-two-week periods then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial position of 
Crompton & Knowles Corporation and subsidiaries at December 27,1975 and December 28,1974, and the results of 
their operations and changes in their financial position for the fifty-two-week periods then ended, in conformity with 
generally accepted accounting principles applied on a consistent basis after restatement for the change, with which 
we concur, in the method of accounting for gains and losses recognized on foreign currency translation as described 
in note 2 to the consolidated financial statements. 

Newark, New Jersey 
February 3,1976 




□ 

□ 


Crompton & Knowles' total revenue in 1975 


amounted to $121,328,000. Here's 
money was used: 



$ 

% 

To Employees — wages, salaries 
and benefits . 

$ 33,892,000 

27.9 

For All Other Costs of 

Doing Business Including Taxes 

84,146,000 

69.4 

For Dividends To Shareholders 

1,787,000 

1.5 

Reinvested to Maintain 
and Grow the Business and 
Protect and Create Jobs .... 

1,503,000 

1.2 


$121,328,000 

100.0% 


how the 
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